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Disengagenient Moves Forward

Syrian and lsrasli military representativas,
comriunicating in Geneva through UN military
officials, quickly wrapped up the final details of
the disengagement accord they signad on May 21,
Amaong the arregngements workad out this week
wids the timetable for implementing the accord,
which includes provisions far the withdrawal of
Israeli forces from all the Syrian torritory oc-
cupied last October and a small parl of the aren
taken in 1967, the stationing of UM forces in a
buffer zone, and the graduar thinning out of
forces on both sides, Under the torms of the
accord, disengagoment must be completed by no
later than June 26.

Both the Israelis and Syrians began with-
drawing some of their artillery baltalions from
the Golan front even Lefora the final agreements
wera signed on June 5,

The first groun of UN troops, drawn from
the force that is policing theo Egyptian-israeli dis-
engagement, arrived in the area the same day.
Additional UM units are due to arrive in the
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Golan Heights over the next few days. The force,
which became operational on June 6 15 expectod
to attain its fuli authorized strength of 1,250 +:en
quickly,

The Syrian Reaction...

To try to play dowr the significance of the
accord, the Syrians barred newsmen from the
formal signing ceremony on May 31. The initial
official reaction from Damascus was equally
rastrained. Syrian Foreign Minister Khaddam
stressed that the accord was not a peaca agran-
ment, but only an armistice and a firet step to-
ward a hoped-fur lasting peace settlement in the
Middle East. After the ruling Baath Pirty for-
mally approved the agreernent, official reticence
gave way to claims of victory for Syria and praise
for President Asadl.

Asad’s popularity and political strength have
probably been given a boost by the accord, With
characteristic caution the Syrian President care-
fulty obtained endorsements for the agreement
from alt of Syria's major political parties. Al-
though there is sure to be some residual
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opposition within the military, the disengagement
agreement has probably been well recaived by
mast of the Syrian armed forcas,

...and the lsraoli

Public reaction in Israe!, where the Knessat
approved the agreement on May 30 by a vote of
76-36, has been generally favorable, Most edito-
Hal comment has been positive. The press has
stressed the view that Israsl gained more than it
was forced to give up and has underlined the
importance of the precedent established by
Syria’s umtry into an agreement with Israel.

Domestic Israeli criticism has focused on the
failure of the agreement to spell out any Syrian
oligation to conirol fedayeen terrorists, The gov-
ernment has managed tu offset much of this by
mtimating that 1t Has US assurances of support
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for Asraeli anti-terrorist actions in tho eveiit the
fedayeen strike at Israel from Syria.

Reflexting Istael's genarally skoptical at-
titude toward the Arabs in qeneral, and Syrians in
particular, Prime Minister Rabin told the Khnessel
on June 3 that his new government's first task
will be to monitor the agreement closely tn en-
sure that it is scrupulousty observed.

The Egyptian Perspeciive

Syria’s decision to negotiate and sign an
agreement with israel ratifies President Sadat’s
moderate policies. Sadat no longer stands zlone as
the only Arab leader who has compromised with
the enemy, and radical Arab atiacks on him for
having abandoned the Arab cauce will lose their
bite. With Asad’s suppor!, he will be freer to press
rmoderation on Arab recalcitrants.

Sadat can also more easily pursue the .do-
mestic reconstruction program he Eas set in train,
Radicals had pointed to this program as a further
sign that he was placing Egypit's concerns above
general Arab interests. By the came token, Sadat
may feel he can ease some of his own verbal
counteraltacks on Arab extromisis, particularly
the iibvans, for trying to prevent a disengage-
ment accord.

Whatever satisfaction Sadat derives from the
Syrian agresment, however, may he short-lived.
He has said that the next stage al Geneva must

_ﬁ
{ % / "#mu"[,’m” | Syria involve not oniy Egypt, but also Syrir‘n. Jardan,
VA S and the Palestinians. It will be an arduous task
(sraiy b} "OM"’ \ - marely 1o del all these Lc agree on attending the
sragl A/ Line & | Line 8+ conference, and, even if this is achievet, the suh-
ey stantive negotiating problems involved will be
)| HEIGHTS L ™ more difficult still. Sadat will again b= tempted to
i } " move out ahead of his colleagues in resolving
X Egypt's differences with Israel, and in the process
N it he could agair: face the isolation that threatened
{0 f . ‘, : him in the period between the two disengagement
W “‘Line A Israeli disenghgement tine accords,
N tine 8 Sy7an Giengagenient i
AR il o Jordan Maxt?
155 Jordan ‘:)
S et Jordan's Prime Minister Zaid Rifai con-
T T e e | } yratulated the Syrian government on concluding
25X1
Page 2 WEEKLY REVIEW Jun 7,74

Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP85T00875R001000070001-9




!
Sanitized Copy Approved for Rélease 2011/06/29 : CIA-RDP85T00875R001000070001-9

the disengagermiunt agreement and praised Camas-
cus for defending the "basic concapts of the Aral
position." Stressing the need for contimied Arah
unity, Rifai then called attentiog to the "Naces-
sity’" of completing a similar disengagement oh
the Jordanian front. The Jord: hian media tonh
much the same fine this weslk, Both Rifai ane:
King Husayn - m be azpected 1o raise this quas-
tion with Pre lent Mizon when he visits Arrirman
later this month,

Odd Men Out

Syria's acceptance of the disengargemon!
agreerment will further isolate Libya and Irdef
from tha Arab malnstream, Sansing its deopening
problems, Tripoli has romained virtually silant
about the accord. The Libyan media ignotad the
agreemerr’. for several days and have subsequently
limited . erage to bland reporting of world reac-
tion.

Baghdad has not reacted oficially, but 1 top
leader of the governing Baath Party has de.
nounced the accord as a plot against the Palos-
tinians. Both the Arabic- snd English-language
press have playad diwn the agreement, altheugh
full details have been published. Editorial com-
ment, though muled, has heon generally negative,
reflecting the government’s underlying opposition
to any peaceful settioment. The Hon-stridont,
more-sorrow-than-anger approach taken by
Baghdad may raflect uricertainty amuong the |radj
leaders about their refations with the Araly waorld
foliowing the disengagertont.

Moscow Voicas Support

Soviet media have also stressed the positivn
nature of the agreement. They praised Syria's
steadfasiness and its reliance un the USSR as the
real reasons for the success nf the negotiations,
The accord, nevertheless, was characterized ay

!

oitly a dirst step, and Brezhney artiphasizer tha
hecessity of swiftiy returning the peare negotia-
Hors iry Ganaya,

Yery little attention Has baen givan to the
personal tola of Secratary Kissinger, and US par-
ticipation has boen highlighted srily in the con.
text of US-Saviel conpatation i Genava and the
UMl Security  Counril, Foreign  Minister  Gro-
myko's two-day trip to Damaseus irnmadiatalsy
priot to the conclusion of the agraement was
clearly aimed showing that Soviet coptants
with the Sytians played a decisive role i the
surcass of the negotiations. Asad's willingness to
play up the Soviat rsle both pricr to the ayras.
mant and in the tuture at Genava atmest certainly
aceolnts for the Soviet's positive reaction te this
accord in contrast Lo thslr slighting of thn eatlier
Egyptian-lsraeli aceord,

In kemping with its affort to play down US
involvement, Tass has thus far only mide brief
referaricas to Prasident Mixon's visit to the Middle
East next weoek and to the restoration of US.
Sytian diplomatic relations,

THE PALESTINIAN DEBATE

The sighing of the Syrian-Isranli disengage-
ment agreement has strangthened the haned of
fadaynen toaders whe favor Palestinian participa-
tinn in Middle East peace negotiations, This in-
cludes PLO Chairman Yasir Arafat. Arafat this
woek has  kpan attempting to draw on  this
strength to slicit approval of His relatively con-
ciliastory policies from the Palestine Mationa
Conncil, the egislative arny of the PLO, which_i-
maatitg In Calro,

Predictably, reprosentatives of the radical
fedayeon organizations are opposing  Arafat’s
initiatives, Their vigorous criticisins have caused
the sessiont in Cairo to he extended and may
forestal! any action on the critical guestion of
whether the Palostinians should accept an jnvita-
tion tes attend the Geneva talks,

Reduced to essentials, the program advo-
cated by the modarates who dominate the PLO
lvadership inciudes:
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o A cyll for international recognition of
the rights of Palestinians “as a people” rather
than as refugoos,

o B rofusal to rocognize fsrael or establish
peann with it

o A commitmant to establish a “national
authority”™ on any territory regained from
I5rint,

¢ An insistence that the PLO must contrel
such an authority frae of Isaoli o Jordanian
administrative interference.

o A willingness to accapt some agreemett
with any of saveral Araly states to ensure the
security of a Palestinian state,

o An understanding that the PLO, under
cartain conditions, wotld represent the Pales.
finians in the Geneva talks,

The call for the establishment of 3 “1ational
authority'" is the closest Arafat has been able to
gt toward gaining Palestinian acceptance of an
autonomous state made up only of the West Bank
and the Gaza Strip. Even moderate Palestinians
are reluctant to imply by their acceptance of a
state—rather than an ambiguous “authority” -
that they are giving p the "fight against
Zionism."'

The radical groups that are cooperating
undar the guise of the Rejection Front oppnse
this strategy, including the compromise notion nf
a national authority. With the help of frag and
Libya, they are waging a propsganda  battle
against an Arab-lsracli settlemant on any terms. 1f
the maoderates finally win formal PLO approval of
their plan to negotiate, the radicals almost cer-
tainly will step up their terrorist activities in the
hopr of  undermining furthar progress at Ge-
neva. | |

-

LOOKING TO THE SUMMIT

With the summitl now set to begin on June 27,
Soviet eoncern about the implications of Water-
gata for the [Moscow meeting and delonte has
apparantly subsided, Soviet media have brgun a
campaign that emphasizes the current benefits of
improved US.Soviet ties and notes upportunitios
for furthar cooparatinn,

The Soviets, buoyed in part by the reception
arcovedod the Supremea Soviet delegation in Wash-
ington last month, are now stressing the biparti-
san charactar of US support for detente. The US
ambassy reports that Moscow has also begun to
frcus on the summit as an institution rather than
a parsonal meeting betweon two leaders.

Saviel ohsarvers maintain that the trend to-
wared rapprochement with the Soviet Union s
gathering momentum in the US despite siifl-

25X1

farmidable opposition. In rosponss to US critics
of detente, and perhaps those in the USSH ac
well, Izrestie argued last weele that the problems
of tha cold war span decades whereds detente has
just begun. Moscow radio credited improved US-
Soviet cooparation with helping end the war in
Vietnam, increasing the prospects for peace in the
Middie East, and opaning the way to the crealion
of a system of collective security in Lurope,

The Soviets lhave been characteristically
roticent in predicting specific results from the
summit, but public optunis is being encouraged.
I:vestio expressed coniid‘nce that further head-
way can be made in the field of strategic arms
timitation. Other recent commentlary has de-

scribed the American public as assigning great ogyq

importance o the expatision of bilateral scien:

tific, commercial, and cultural relations. ||
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France

A FLYING START

The promise of change, which was the theme
of both presidential candidates in their election
campaigns, has been the keynote of President
Vilery Giscard d'Estaing’s performance since his
inaugtirat reference to the dawhing of "a rew era
in French politics.” The first indication ol the
“change' that Giscard has promisec will be tmore
ovident in domestic than foreign policy.

Giscard has moved rapidly to consolidate his
carefully nurtured image of vigor, simplicity, and
ruthless efficiency. The studiad informality of his
inauguration, the speed with which he formed a
government, and his uhprecedented, nationally
televised explanalion of his choice of ministers
have all lent credibility to his campaign promises
tor change. He has also established modast liberal
credentials by calling for:

¢ Suppression of all telephone tapping "if
it exists'" (unless strictly necessary for na-
tional securily reasons).

e Greater immunity for the press from
government interference.

e More
asylum,

leniency in granting political

So far, however, the changes have been more
of style than subsrancn He will have to follow up

with significant legistative reforms if he hopes to
make the image stick and aveid a costly ruplure
with the left and with fabor.

Giscard's most farmidable task will be 1o
cantrol the country’s galluping inflation and im-
prove its balance of pa-ments, He is likely to
launch a major austerity program, and the govern-
ment has already ahnouanced it intends to raise
taxes. The Gaullists, who still hold the largast
single bloc of seats in the assembly, would prob-
ably rupport such a program. As vehement crmcr
of Giscard's failure to tackle inflation vigorous sty
during the closing months of Pompidou's presi-
dency, the orthodox Gaullists could hardly rofuse
to support stern anti-inflationary policies now.

ThHe leftist opposition will fight belft.
tightening legisiation, but may be partly mollified
if Giscard balances his austerity program with
domestic reforms. According to the US embassy
in Paris, a reliable source who is close to Giscard
has affirmed that the President is planning “spec-
tacular moves' in this area, including lowering the
voling age from 21 to 19, or even to 18, and
reducing military conscription from one year to
six months—measures patently riesigned to appea!
to youth. Whether he will go so Far as to fulfill
promises made in the heat of the campaign—
immediate wage increases for the lowest paid,
equal pay for women, lowered retirement age,
increased old-age pensions, larger family benefite,
and aid to the handicapped-is more in doubt.
Many Gaulists will ballc at the sacial reforms
Giscatd will need to pass in order to assuage the
left and maintain tabor peace. Thus, Giscard will
be walking a narrow path betwoen the Gaullists
and the leftists that will become narrower as time
passes and demands for economic and social -
forms increase.

Griscard's foreign policy statements since he
has been etected have not deviated from Gaullist
tenzts. When e presented his government's pro-
gram to the National Assemibly this week, Premier
Chirac pledged that France would remain faith ful
to the Allantic alliance and would sepk close
economic ties with the US, but he alsn vowed
that US-French re.ations would be kept on a

"strictly equal footing." |
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Yitzhak Rabin preseiiting his cabinet to the Knesset

ISHAEL: RABIN CABINET APPROVED

The Israeli Knesset on Jutie 3 approved
Premier Yitzhal Rabin's 18-member cabinet by a
vote of 61 o 51. The tally was a good measure of
the batance of forces in the Knesset, where some
rough sailing lies ahead for the new government.
The core of Rabin's opposition came from the
39 te conservative Likud bloc, Other opposi-
tion votes came from the ultra-orthodox religious
Agudah Front and the Naticnal Religious Party,
Labor's erstwhite coalition pertner.

Rabin's chances of survival, however, are
reasohably good. Over the short term the viahility
of his narrow coalition—which commands only a
one-vote majority in the Knessel--will depentd on
whether he ¢.n patch up factional and personal
conflicts in his own Labor Party. Rabin took a
step in this direction when, in a 1ast-minute
cabinet reshuffle, he namued Yehoshua Rabino-
witz, the party’s leader in Tal Aviv, to head the
poweriul Finance Mitistry. The move should help
placste Labor's dominant Mapai faction, upset
over Pabin’s raimoval of its colleague, Abba Eban,
as foreign ministei.

Although Eban harshly criticized Rabin’s
government, the other key leadars of Labor’s old
quard who are missing from the new govern-
ment-Mrs. Meir, Moshe Dayan, and ex - finance
minister Sapir-either have expressed cautious
approval of the government or have withheld
comment. Their attitudes will be crucial in
Rabin’s efforts to achieve party unity.

g!gg_sgf(ﬁﬁ/§6/29 : CIA-RDP85T00875R001000070001-9

Rabin‘s government will probably get Knes-
sot support from the five leftist and communist
deputics on foreign policy issues and on votes of
confidence. This will be enough to give him a
majority i the event of some defections from his
own ranks.

T improve his long-terin prospects, and
lessen the possibility of early elections. which
Labor wants to avoid, Rabin must broaden his
coalition by persuading the Mational Religious
Party to rejoin the governmient, Several Knessel
members recently told US embassy officers that
Labor will make an all-out effort to do this.
Religious parly ieader Burg told Ambassador
Keating last waek that there was a good chance
his party would be back in the government within
the next faw months.

Divisions in the ranks of the opposition may
also worn to Rabin's advantage. Four tnemuers of
the conservative Likud bloc, for instance, are
known to have been against their leaders’ opposi-
tion to the Syrian-lsraeli disengdgement agree-
ment, even though only one of them broke party
disciplirte.

Rahin’s maiden speech to the Knesset as
prime minister contained 110 new policy pro-
nouncements. He repeated Isracl™s long-standing
opposition to a return to the pre-1957 borders, o
re-division of Jerusalem, or the creation of a
separate Palestinian state on the Jordan River's
west bank. He reiterated his belief that lsrae!
must advance toward a settlement with its Arab
heighbors in slages, largely through partial agree-
ments such as the disengagement accords with
Syria and Egypt. He indicated that he will try to
repair !srael’s weakencd or severed links abroad,
particutarly with European and African states.
Already one of Israel’s staunchest proponents of
close relations with the US, Rabin called for even
stronger ties with Washington.

The new prime minister focused at length on
domestic issues. In particular, Rabin promised
that his government would heed the ferment
among Israeli young people and seek tu involve
them in the nation’s decision-making procass,
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GREECE-TURKEY: TENSION EASES

The chances Tor a serious confrontation be-
tween Athans and Ankara over their Aegean sea-
heds dispute have diminished for the present. The
Greeks chose to turn aside a deliberate provoca-
tion by the Turks last vreek, and the histaric rivals
now appear willing lo work for a peaceful resoli-
tion of the probiem, althuugh they are watching
rach other closely.

A clash between the two countries seemed g
real possibility for a time when Turkey sent a
naval research ship, accompanied by warships.
into the disputed arca lo survey for il Durirg
the five-day neriod the ship was in the Aegean, it
apparently operated in a triangular area bounded
by the Greelc islands of Samothrace, Limnos, and
Lasbos. Ankara’s highly publicized move was
clearly intended to tnderscore its determination
to stake out what it regards as Turhey's rights on
the contested continentai shelf. A Gresk ante of
May 24 had stopped short of a comms et to
negotiate Aegean tights as the Turks h .y been
Urging for months. Athens did, however, hisld out
the possibility of same sort of Lalls,

Although the Greeks had threatened for
weeks that, as a last resort, they would defend
their claims to sovereignly in the area by military
action, they made no mnove to challenge the Turk-
ish ships. Greek strong nian General loannidis et
it be knowr privately that “seismological’’ work
in waters over the contested seabeds would not of

T

itself constitute grounds for a military response.
He cited as a precedent some survey work pre-
viously conducted by the USSR. Ankara, having
made ils point, withdrew its ships. A Turkish
Foreign Ministry official annotmeod publicly on
durie 4 that the research ship had “completed its
mission” and was heading for ihe Dardanelles
port of Canckkale with it; oscort- probably two
destroyers. The other ships that accompanied it
to the dicputed waters apparetitly laft the Aegean
on June 2 to participate in an exercise with the
US Sixth Fleel in the rastern Mediterranean.

The Tutkish efficial also said that his govertt-
ment would soon respond (o the Groalk noto. He
saitl Turkey wenld snek to resolyn the problem in
a spirit of "mutual understanding,” hut would

defend its rights to the "bitter end.

Athens is resting its rase on international
tew--specifically the Geneva Convention of 1958
defining a conhtinenta! shelfwhich the Cireeks
contend endorses their position. A Groel minister
noted on June 1 that his government unterstond
the need to cooperate with Turkey. but conid not
permtit thraats to its territoria integrity .

Reports from Thessaloniki early ithis week
indicated thal the alert that had been declarer
last week ior Greak forces in Uhat areq was bring
eased, “t.though miitary movements were con-
tinuing. Most of the aircraft that had been sent t
forward areas near Thessatonild had returned to
their home bises by June 3. Some officials roport,

25X1

$btla o ~ \ i .
; * HULBIHIA however, that Greek naval units rentainad in the
(‘ ) I waters around the islands of Limnos and Lesbos
M ‘ ",‘_q» N to thonitor the movements of the Turkish ex.
7 Jroma N Makatg)” ploration ship while it was in the Aegoan. Turkish
g T : ~7  forces are also prasumed to be somawbat relaxed
Py : Thassatonibl_ "5 ooy e, 1 Gy N ' e o ’ .
[ALBANIA L l;u‘mhu‘ii e N5 from the alert of last weel.
s BT P Bkt o A
s L "'""y‘ | Foreign ministers of the two countries are toy
e R T v 4 , di the issi t the NATO fe [
2 GRERRE g T 5 Iscuss the issue at the Np conference in
Ct “'1&_,?"“6{';}?-J.,"““zix"'f;_"{;"'5 T ?;’,«‘_/_ j’&?ﬁlﬁﬁ‘ Ottawa on June 18-19, and other experls proh-
_/f‘-H ‘Ex‘;m'_",\ R “ﬁbz‘ R ably will take it up at the Law of the Sea Con-
g VeVl 2N o ference that starts in Carzcas later the sarme weels,
ek ) 5},‘{; FAY .N’g ' s :
¢ N g';“%_ﬂlvlﬁ\‘l o BA e A long period of diplomatic wrangling seems cer-
LR N e b t7e v ,h-c“{_ﬂ‘ . Lain, sitice present views of what determines rights
O Ritmmaers 193 Vs 1 ik ﬂy & e e the continental sholf are far apart. With feel-
345945 R0 - \,fi.l\& R ings on the basic issue continuing to run strong in
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both governmerits, new threats and demuonstra-

tions that could lead to an inci
passibilify,
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PAKISTAN: REACTION TO INDIA'S TEST

Islamabad is deeply concerned over India’s
detonation of a nuclear device on May 18, be-
lieving thal one of New Delhi's aims is to force
Pakistan to accept tndian hedemmony in the sub-
continent. Aware that most of the world has
reacted unfavorably to the Indian blast, Prime
Minister Bhutio has lauriched an extensive diplo-
malic caripaign designed to gain international
guarantees for Pakistan's secutity.

A rhaaor aspect of the diplamatic catipaign
has bieen the dispatch of similarly wordad latters
to major world leaders soliciting their political
support. In the letters, Bhutto asserts that Paki-
stan is exposed to "a kind of nuclear threat or
blackmail unparalleled elsewhere.” He argues that
if the world cominunity fails to provide Pakistan
and other ron-nuclear countries with politica
infurance against nuclear blackmail, these coun-
tries will feel constrained to embark on Aucledr
programs of their own.

In Bhutto's view, existing assurances pro-
vided by the UN Security Council to non: uclear
states do no! provide the insurance He is seeking.
Moting that the Security Council has a “special
respoitsibility’” to act in this matter, he has sent
messages to Secretary General Waldneim and to
the leaders of the permanent mambers of the
council.

In addition, Pakistan has presented an aide
themoire to many of the non-nuclear riations of
the world, caiiing upon them toc press the per-

25X1

manent rrembers of the Security Council {y
extennd a nuclear tmbrallz yer " 'throatensd
states such as Pskistan. Istamabad warns hist
tnless firm cteps ars takan the pasre of tha 7nld
will be int jeopardy.

Pakistan has sought to underscrrs its -om.
carn by postpoting bilateral talls with 1adiz o
the rustoration of communizationg snd trayel
which were scheduled to begin on Jine 10
Ciaimirig that the “atmosphere has hecome yn.
favorable For * ‘sccessfil mttcome,” tsiamabar
has feft unans, ced the ruestion »f phon the
tatks wourld begin.

Despite its broad diplomatic zampaign, Pabi.
gtan continues to concentrate on saciring support
from the US and China. The sacand-egnling
member  of the Pakistani Foraign Office s
scheduled in visit Paking this weab to discuss
bilatera! cooperation in the rectsar finld, China's

resporse to the Pakistani request is fiksly 49 be
far lass firm thon Ustamabad wishes [ |

25X1 25X1

In contacts with the 1S during rocont
months, Prime Minister Bhatto has sought fo
cnvince Washington that its ersbargs on the
supply  of conventional wsapnns 1o Pabistan
shourtd be fifted. He has publicty taken the posi-
tiont that under the terms of bilateral troatios
signed in 1954 and 1959 the US is obligated to
supply arris. Pakistan’s inmrediste conearn is the
siodernization of some 265 aning 1S buits 1501

25X1
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PORTUGUESE AFHICA: TALKING WiTH HEBELS

Hith the holding of preliminazy taths in
Lissaba with the Front for the Likeration nof
fozambinue, Lishoy rreyed 5 step closer this
wesl Ao its immediate gogl of draving the insise-
yert movements in all” of ity 2 frirar tetritoriag
inty g dialagus, Talks with Portyguese Guines
insurgents will rastume in London on Jurs 8, aftor
4 onig-real gdjotrnment; tha rabals in Arigoly still
whise Lo meel with the Portuguese. From desar.
oprrients in the torrituries 3nd the it tha Have
tabait placa s far, it is becoming wricraasingty
clear tn Lishon that Genargl Soinola's orijing
blusprint for a Uusitanian fodaratinn with tha
Altican tarritorias is unroslistie

The Mozambique retinls, (o by front prasi-
dent Satmora IAgehal, toot g totigh initial stace
3t the Lusaba talls, yhich began on Jurna 5, Afar
setting forth basic positinns, the v zidaes agrasy
ty meet dert manth tor dotgited disciissinns, The
rebiels have made mifitary gains in cecent mnnths
and appezs detarmined that Lishen aceapt inde.
putidence for Mozambicue as 2 basic right of the
phop's, not subject to negptiation, THhay insist
tHat any 1alks conrentrate gn the means of trans-
Farritg political gower by the e~ ambiran
peanle, trider the lazdership” of $he front
Ganweral  Spingla’s provisiong goverriment s
committed al . ent 1y hold self-daterminalion
refareridisms in all the Afticar tarriforios within 3
78ar. Ballots would Sffer independenre a5 ane of
3 nurmber of gusiible altarnative,

i important to Liskon 1o mairitain WHis
cotrifiitment- at laast redardirig TAozamsinne aiid
Angalyte allay 2305 within the sizatla white
s#ttlze populitions thery that the new government
plans an early military withdryeal in favar of tha
insurgents. Marenyor, Purtuguese nificials have
privataly oxprissed tha fog- that indegendence for
Mazarmbinus wonld be nuickly fulloyed by il
wiar. They hase thair glaamy agutiool on the
rapidly dateriorating retstinns hatyoon btarks and
whites in recant yaars and op ihe hittor {ribal
hostitities among the Aitricans

<723 toy raciat viglonra,

Their psssimism about Mozambigue  has
been  undeorlina recetitly by spreading unrest,
whizh stems in part from labor agitation and from
grawring suppott for the insyrgents among Afri-
cans and white 1=asth, particularly in the capital
of Louresicn Marquesd. THare §s increasing fe* n
that <ily that urbad terrorism tay develop and

British otficials, who Haye spolei with rehel
dolegttas frem Partuguess Giitnea, avpect  an
early agiesment on 4 coase-fire for that tarritory,
#ith 3 regrouping of military forres in agraad
areas. The officials also belieye that arrangetments
#iH be made for 3 rafarendutm 1o be held gl some
futurs date. The future of the Cape Verde Islandy,
which the rohols claim and Lishor wishes to
retain, il apparently  be put off for later
discussion, Algerian officials, whe taihad with the
rebel delagation while the {allks wers adjournad,
Alsn erypact an aarly agrsement.

The Portuguese ate under ne immediate
prassure to mest with the Angplan insurgents,
who are divided into {Hree competing groues,
aonz of which has significant mititary or politiel
clout. Meverthelass, Lishon is fared in Angola
with many of the sate prossures it s efcounter.
ing in r‘/lozambique—growing urban  unrest,
inzreasing African support for the insurgents,
graater rdcial tensinn, and a widespread unease
about the future smong both blacks and whites,

Gararal Spinala is oxpercted to visil Angola
and Mozambique in the near futurs, perhaps as
aarly as nayt wenk, His visit wil e in conjunclish
with the swoaring in of now governors-general for
the two torritories, which may ease local feelings
that Lisbon is not concerned. The rew governots
are to head pravisional regimes that have been

promised qreater eronomic atita omy:
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MINE-CLEARING IN THE SUEZ k77

The Soviet Union is apparentiy taking stcps
to implement its recent agreement to carry out
mine-sweeping operations in the Gulf of Suez.

Three Soviet mineswespers that left the
Baltic on June 2 have passed through the t-_nghsh
Channel and probably are on their way to Egypt
for operations in the Strait of Gubal at the south-
orn end of the Gulf of Suez. A Cairo newspaper
reported on June 1 that the USSR will clear
mines and war debris from the Guif of Suez
befare August 15. Earlier,

The Soviets are cager to hecorne involved in
what up to now has been an essentially Western
affort, heavily involvirg the US, The Cairn press
reports that the Soviets will not charge tor their
services,

The ships from the Bailic are Natya-class
minesweepers, the Soviel navy's diost modern
ocean-goinq minasweepers. Worl is in progress to
clear the Suez Canal Tor traffic, and the Natya
minesweepers will prohab'v 2 {o reach the Guit
of Suez via tlie canai rather than travel around
Africa, even if this means some waiting in thz
eastern Mediterranean. Early cndune®, five more
Soviet minesweepers and additional suppott ships
departed the sea of Japan and headed south. They
probably are also en roule to the Gulf of Suwz via
the Indian Ocean. | |
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EC: HOPES FOR REVIVAL.

Now that naw governments have been in-
stalted in the major EC capitals, comrmunity activ-
ity is picking up, with Bonn taking the ‘ead. A
pragmatic mood prevails and a search is on to tind
some way to prevent the increasingly serious eco-
nomic problems of most members from eroding
community solidarily beyond repair. West Ger-
many's relative prosperity is giving Bona increas-
ing weight in EC affairs, as the members with
balance-of-payments problems ponder what help
they will need frorh the community,

The meeting on May 31 - June 1 between
Chancellor Sclusidt and President Giscard d’Es-
taing—less than two weeks after the French elec-
tion——highlishted the importance of the Franco-
German relationship in resniving community
problems. In preparalory discussions, Bonn recog-
nized that France is polilically sensitive about a
too ohvious monetary dependence on West Ger-
many. Bonn, therefare, reporiedly favors a sub-
stantial contribution to a community assistance
plan peculiariy adapted to French needs,

Bonn believes that if France and the other
partners were to adopt Haly's recent stratagem of
import restrictions, the two pillars of European
integration—the customs union and the common
agricultural market—would collapse. Free trave
movement within the common market is particu-

tarly important for Germany hacause widespraad
import restrictions would cut German employ-
ment. On pconomic grounds alone, thare is ample
reason for an aclive German search for a salution,

On Juna 4, Foreign Secratary Callaghan out-
lined for the EC fareign ministers the UK's posi-
ton on “renegotisling’” the terms of its membaer.
ship. Callaghan sought community approval for a
formuta undar which Britain’s net contribution
wauld be related to Britain's share of the commu-
nity’s gross national product, The British sug-
gestion would do some vioience to the concept of
the community as a unit deriving income from its
own raesources, composad of common tariffs, agri-
cultural tevies, and ultimately a percentage of the
value-added tax recoipts.

Community members may nevertheless be
willing to look for some practical way to reduce
Britain’s net contribution to community funding,
a meatter of considarable political importance to
the Wilson government, Bonn, the caomrmunity’s
rich uncle, is less willing to go aut of its way for
the British than for the French. This is particu-
jarly true as long as the UK's commitment to the
community is in doubt,

The EC alsomade art effort on June 4 to fing
an acceptable way to cope with Italy’s insistence
that it must restrict imports to combat its dis-
astrous balance-of-payments problem. Rome had
imposed a deposit requirement applying to cer-
tain imports. At the meeting, Rome agreed that
its farm imports, which come lasgely from France
and Germany and are subject to the common
agricultural policy, should he exernpled for the
maost part. A 12.5-percent decrease in the agri-
cultural exchange rate was accepted as a partial
substitute—a measure that should diszourage for.
eign competition. This will be less apt to provoke
retatiatary protectionist messures and hence less
destructive for the community.

Efforts to find a comenunily solution to the
membars’ problenis are only beginning, EC mem.-
bers face a full schedule of consultations this
maonth and arz showing some optimism. The
picolem of curbing inflaticn while avoiding reces-
sion may, however, prove irtractable for the EC

working alone, |
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NATO: SEEKING UNITY

The question of allied confidenca in the US
commitment to Eurape will loom over the serjes
of NATO ministerial meetings this month, cul-
minating In a foreiyn ministers’ session in Ottawa,
At the same time, maivy Europeans will be seak-
ing reassurance that Europe’s role will be that of
an equal partner and that the US will support the
slow steps toward eventual European unity, Non-
EC members, meanwhile, are wary of the atten-
tion that the phenomenon of “the Nine" crom-
mands within NATO deliberations. The effort to
balance these conflicting requirements presents
the ministers with a difficult task,

The eight defense ministers, including those
from the US and UK, constituting the NATO
Nuclear Planning Group, will gather in Bergen,
Norway on June 10-11. They will concentrate on
a reviaw of tactical nuclear weapons strategy and
the impact on military planning of the latest US
nuclear research and development, e.g., “mini-
nukes.” The ministers will be after a fuller exposi-
tion of US plans for retargeting strategic nuclear
weapons and the effect this might have on the US
commitment to Europe. Despite US assurances,
there still are lingering doubts about the US
strategy of a graduated nuclear response, partic-
ularly the willingness of the US to risk massive
nuclear attack against US cities in respending to a
Soviet nuclear strike against Europe.

Ail the alliance defense ministers, except the
Franch, will meot in Brussels on June 14 in a
session of the Defense Planning Committee. The
ministars will review ths rather dismal prospects
for attainment of conventional force goals for
1975-1980. Recent announcer..ants by the British
and Dutch of their intentions to make substantial
defense cuts threaten to upset furthye the NATO -
Warsaw Pact balance in Eurcpe. The defen;e
ministers will try to forestall a bandwagon effect
of unilateral force reductions that could result in
increased congressional pressure for major
reductions of US troup strength in Europe. The
ministers will also review the status of Fast-Wact
negotiations on troop reductions, Confidence in
the US commitment to Euvope will de crucial in
helping to allay growing *ears in Born and

London that a force reduction agreament in-
volving the Waest Europsans would threaten
Europesn security,

The defense ministars will also consider the
Eurogroup’s efforts to standardize Eurapean
armamerits, an issue that raises the problem of
how the Europeans and the US can cooperate to
maintain a viable European armament Industry
without jeopardizing the needed flow of sophisti-
cated US weapons and technology. Questions of
US-European talance within the alliance will also
be involved in Adiscussions on the specialization of
rotes for natinnal forces, improvement of allied
cooperation in the areas of communications and
intelligence, and a reduction in the US share of
NATO infrastructure expenditures as part of the
effnrt to ease the foreign exchange costs of main-
taining US forces in Evrope.

The NATO foreign ministers at their meeting
on June 18-19 are likely to approve an Atlantic
doclaration marking the 25th anniversary of
NATO, NATO representatives have been strug-
gling to agree on such a document following Sec-
retury Kissinger’s call early last year for a ''new
Atlantic charter” tc redefine US-turopean rela-
tionships. Most of NATO's EC members are not
happy that work on a parallel US-EC declaration
has virtually come to a halt, France may now be
easing its objections to wording in the current
NATO draft that calls for allied consuitations on
non-military issves covering areas outside of
Europs.

A review of progress at the CSCE and MBFR
taiks is also hich on the agenda of the foreign
ministars, The EC Nine are increasingly pessimis-
tic over the possibility of concluding the CSCE
talks this summer. They are seeking a common
position with the other NATO allies that would
enable the West to extract further concessions
from the Soviets. Like the defense minisiters, the
foreign ministers will also review progress irn
achisving allied goals ai the MBFR tatks. The US
again will Ge pressed tv ease Europesn concerns at

25X1

poth sets of negotiations. |
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ENERGY: EUROPEAN VIEWS

Preparations for the ministerial meeting on
June 16-17 of the 12.nation Energy Coordinating
Group continue, but there is a growing uneasiness
emong some of the West European members who
fear that the US commitment to the group is
waning,

The coordinating body was established by
the Waihington Energy Conference last Febyuary
to study the problems common to oil-cansuming
nations and to set the stage for an edrly confer-
ence between oil-producing and constning na-
tions. France split with its community partners
and argued against focusing the follow-on activi-
ties of the conference in the coordinating group.

The European members remain strongly
committed to the group and regard it as a desir-
able mechanism for contact with the oil pro-
ducers, In recent days, they have been urging the
group’s members to lobby directly with members
of the oil-producing carte! against possible in-
creases in o} nrices which OPEC wili consider at
its meeting in Quito on June 15, There is substan-
tial agreemerit among the European members that
the teckinicai work done by the energy group's
various subcommittees has been successful and
practical. Nevertheless, they are blaming the slow
progress toward a consumer-producer conference
on the lack of political focus in the discussions,
for whick they feel the US is in large part re-
sponsible.

INFLATIONARY PRESSURES INTENSIFY

All of the major OECD cauntries, except
West Germany, experienced double-digit infla-
tion in the first quarter of 1974, Higher crude
oil costs directly account for aboeut vne quar-
ter of the increase in consumer prices. Nuch
of the nne-time effect of higher raw material
prices is now past, but the rate of increase of
prices of manufactured goods is accelerating.
Consumer prices, consequently, will continue
to grow rapidly, although the rate shouid
slow. | |

Increases in Consumer Pricys,
Major OECD Countries®

{percent change at annual rates;

Fourth Quarter First Quarter

1973 1974

Canada 6.8 11.2
us 8.8 13.2
Japan 200 340
Frarce 104 16.8
Germany 116 6.8
ftaly 136 25.2
UK 14.0 18.0
*OLCD data
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Provisions for sharing both oil, in the event
ot another oil emergency, and uranium enrich-
ment technology are also in contention between
the US and other group members, The European
states are asking the US to express a willingness to
share, if necessary, domestic oil production, al-
though they also concede that implementation of
such a measure would not be possible until the
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US is closer to oil self-sufficiency. The Europeans
also feel that the US has backtracked on the offar
to provide uranium enrichment techrnology made
by Secretary Kissinger at the Washington con-
farence.

The Europeans’ concern about US intentions
in the energy group has not, however, reduced
thair interest in its work. At the ministerial meet-
ing, the members will try to aim for a meaningful
conclusion to the group’s work by September in
order to allow the smooth transfer of both techni-
czl and political questions to committees of the
Organization for Economic Cooperation and De-

velopment and other internati iza-
tions.]—qﬂmm—\

OECD: AGREEING TO ABSTAIN

Members of the Organization for Economic
Cooperation and Development last week agreed
to abstain for a year from using beggar-thy-
neighbor policies to deal with economic problems
induced in part by their severe payments deficits
problems. The agreement means different things
to each country involved, however, and its imple-
mentation will entaii difficult negotiations in the
months ahead. While not legally binding, the dec-
laration will help the governments resist growing
protactionist pressures,

At the meeting in Paris, representatives of
the 24-member group pledged to:

¢ Avoid unilateral measures to restrict im-
poris and other current account outflows.

¢ Avoid artificial stimulation of exports,
including competitive use of export credits.

» Avoid export restrictions contrary to the
objectives of the charter.

e Consult with one another on vmergency
measures.

» Give due regard to the special needs of
developing countries,

The declaration provides no mechanism for
enforcement and generally leaves interpretation
of the provisions to individua! countries. Italy and
Denmark will be allowed to maintain unilateral
trade restrictions adopted in recent weeks; both
countries have promised to moderate the rmeas-
ures when their situations improve, Other coun-
tries in serious straits—incliuding the UK, Greece,
and New Zealand—interpret the declaration to
permit actions to correct persistent deficits not
related to high oil prices.

25X1  25X1

The wording ot the ban on export restric-
tions had tn be particularly loose to satisfy all
parties. Natural resource exporters—such as Can-
ada, the Nordic countries, and Australia—were
reluctant to accept such a ban. They feared that a
sudden rise in export orders could further disrupt
their ecoi: )mies. Japan and the EC, which are
natural resource importers, were determined that
a ban should be included, fearing stringencies in
key raw materials.

To back up the present ascord, the more
prosperous member countries will have to adopt
cooperative lending policies, and the nations in
trouble will have to introduce austerity measures.
The burdert of covperative financing will fall
mainly on West Germany and the US.

Bonn is willing to grant credits to EC mem-
ber states in balance-of-payments difficulties, but
only if they undertake effective stabilization pro-
grams. The new governments in Rome and Lon-
don, however, may not be politically able to put
their ecoriomic houses in order, These two coun-
tries alone are expected to accumulate current
account deficits totaling $18 billion this year,
Bonn is sufficiently alarmed about Italy’s plight
to consider participating in a large loan, provided
that Rome puts up part of its gold reserves as
collateral. ‘
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YUGOSLAVIA: TENTH PARTY CONGRESS

The Yugoslav parly's tenth congress flast
week turned out to be a faisly routine—if unusu-
alty enthusiastic—reaffirmation of Titoism and a
demonsiratinn of the unity and discipline forged
during the past three years of potitical house-
cleaning. Tito accepted the position of party
president for an unlimiled term, but he refused o
bow to pressures to designate a party suceessor,

With the exception of Tito, Edvard Kardel;
and Stane Dolare remain the tw. most influential
men in the leadership. As party theoretician and
long-time associate of Tito, Kardelj is closely asso-
ciated with the creation and elaboration of the
self-management and nonalignment policies,
which form the core of Titoism. For the past
three years, however, he has been busy writing
the new constitilion and has reportedly lost some
of his political clout. A younger, high-level paity
official recently asserted that Kardelj, at 64, is
becoming “senile’” and can no longer contribute.
Mevertheless, he was re-elected to the presidium,
and he is also a member of the State Collective
Presidency. These pnsitinns assure Kardelj a con-
tinuing nfluence in the decision-making process,

Dolanc retains his strategic post as secretary
of the Executive Committee, which overseas both
the implementation of party policy and the prep-
aration of policy options for the presidium. The
size of the commilttee has been increased from 8
to 12 members, thereby increasing its potential
for guidance and control. The promirence of the
48-year-old Dolane has, however, put him in a
delicate position regarding more senior mem bers
of the regime. Indeed, rumors in Belgrade priar 1o
the congress claim that he was mildly chastised
for being too much in the limelight.
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Personnel changes at the congress appear to
have created a working collactive of civilian and
military leaders undar the parly’s watchful eye.
For example, all mambers of the State Collective
Presidency plus some key cabinet officials—the
premier and the foreign and defense ministers—
are now presidium membkers. In addition, a mili-
tary man was elected to the Executive Com-
mittoe,

With the new constitution adopted in Febru-
ary, the governrmental cpparatus installed in April,
and the party changes «! the tenth “landmark”
congress, the Yugoslavs have now largaly created
he institutional framework that will carry them

25X1

1973. They have finished work at 190 of these
silas, where the $3-11 Mod 3 is now instalied, At
their present pace, they could have all 200 silos at
the three complexes completed by the end of the
year.

Silo modernization continues at three other
5S-11 comiplexes, where 40 oi the 220 silos in-
volved are now being worked on, 25Xﬂ

25X1

through the succession period.

| 25X1
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USSR: $5-11-SILOS MODERNIZED

Based on the progress in the eustern USSR, the
modernization program at all six complexes could
be completed sometime in early 1976.

The silos at the other six 55-11 complexes
are either unde:going conversion or soon will be,
The missile for these silos is either the S5-X-17 or
the SS5-X-19—liquid-propellant ICEMs now bein
flight-tested. | 25X1

25X1

. | At Kozelsk, 25X 1-

viets were clearing an area near a railhead, prob-
akly to store construclion materials that would be
shipped in prior to silo conversion.

25X1_

paving the way for installation of new
ICBMs. All 12 of their S§5-11 missile complexes
are now involved to some degree in these pro-
Lrams.

At six SS5-11 complexes—comprising 420
silos—the Soviets are modernizing in preparation
for installation of an improved version of the
SS-11-the Mod 3, which carries three re-entry
vehicles that are not independently targetable.
Modernizatinn does not involve substantial struc-
tural changes to the silo and requires four to six
months for completion.

The Soviets first began to modernize silos at
three S$S5-11 complexes in the eastern USSR in
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PERU: CABINF.T RIFT WIDENS

The forced resignation last week of Navy
Minister Vargas was followed on June 4 by the
resignaticn of two more cabinet-level admirals. In
addition, some 147 navy oflicers  of various ranks
reportediy have quit in protest over the Vargas
affair.

Although the threat of an immediate violent
split between factions in the upper levels of the
Velasco governmerit appears to have subsided, the
rift is likely to have important tong-range effects
on the style and pace of the six-year-old, military-
led “revolution.” In the short run, the authoritar-
ian tendencies of President Velasco probably will
be strengthened, and radical officers are likely to
try to increase their influence in the government.

Vargas' resignation was precipitated by his
public statzments supporting limited press free-
dom and the right of political opponents of the
regime to criticize it openly. Velasco, who favors
tight contror of the news media and strictly cir-
cumscribed political parties, demanded that
Vargas retract his "'political statements’ or resign.
Despite reported resclve within the navy to back
him with force if necessary, Vargas resigned in the
interests of preserving armed forces unity. This

unity has been weakened considerably, however,

a5 & result of the most recent resignations.

Neither Vargas' statements nor a recent pub-
licized meeting of two opposition political parties
presented any threat to Velasco's grip on power.
The President's long-standing sensitivity to criti-
cism of any sort, however, apparently has been
magnified recently by counsel he is receiving from
his more radical advisers. Velasco has now out-
lawed the Popular Action Party, and the coun-
try’s bridled press is likely to be in for even
rougher times. Modarate officers fear that such
moves will only further alienate the military from
the majority of the civilian population,

An unknown element is Prime Minister
Mercado. President Velasco has deep personal and

President Velasco

political differences with the Prime Minister, who
has presidential ambitions of his own. Velasco's
successful move against Vargas sets a precedent
for ousting Mercado, the army member of the
three-man junta, before next January when he is
scheduled to retire. This added pressure on
Mercado may push him to make a pre-emptive
move against Velasco. 2
25X1

A further problem for Velasco lies in the
fact that the new nayy minister, Vice Admiral
Arce, apparently shares many of his predecessor’s
moderate views. In the past, relations between
Velasco and Arce have been strained.

The navy is incapable of seriouslty confront-
ing the army with military force even if it had the
cooperation of the moderate army officers who
might consider opposing Velasco. These army of-
ficers do not control the important troop com-
mands, which apparent!y remain in the hands of
loyal Velasquistas. Under these circumstances, the
most the moderates are likely to do is leave the
government. Should top-level moderate army of-
ficers decide to do this, the government probably
would shift further leftward and become more
authoritarian, It appears, therefore, that the

moderates will await further developments hefore
deciding on a course of action,“rp—‘
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CHILE
BREAKTHROUGH GN ASYLEES

A dramatic exercise in personal diplomacy
by Mexican Foreign Minister Rabasa has cieared
the Mexican embassy in Santiago of asylees and
revived sagging bilateral relations. Similar irvitants
in Santiago’s refations with Colombia and Vene-
zuela are in the process of being removed.

Rabasa's sudden initiative apparently sur-
erised the Chilean leadership, but junta President
Pinachr.t was pleased that the foreign minister
came beari "7 proposals rather than demands. in
return F.  (he immediate granting of safe con-
ducts fur the asylees, Mexico agreed to a restora-
tion of full diplomatic and trade relations. Pino-
chet also promised Rabasa that former Chilean
foreign minister Almeyda would be free {o go to
Mexico if he is acquitted at his coming trial.

Rabasa already is receiving kudos at home
for having achieved a personal triumph, although
there is some dissent from those who oppose any
compromise with the Chilean junta. The junta has
long promised that all those seeking asylum will
be given safe conducts eventually, and a recently
established informal deadline for clearing the em-
bassies has only a few more weeks to run, By
loosening slightly its rigid procedures for granting
safe conducts, the junta received assurances that
deliveries of badly needed Mexican fertilizers will
go forward. Another benefit, a badly needed
boost for Chilean prestige, could come in the
form of a "technical’ stop in Santiago by Mexi-
can President Echeverria when he tours South
America next month.

Fewer than 100 asyiees now remain in ‘'de-
ferred” status—i.e., with safe conducts still being
processed—and the number is shrinking daily.
Some prominent leftists are among those finally
being allowed to feave, including former Socialist
senator Adonis Sepulveda from the Colombian
embassy, former minister of agriculture Jacques
Chonchol from the Venezuelan embassy, and
Miriam Contreras—the late President Allende's
secretary and mistress—from thie Swiss embassy.

Elimination of the asylee problem will help
restore more normal relations between Chile and
several Latin American nations. Chile has a long
way to gn before it is restored to international
good geaces, howevey, and Sartiago still faces
serious foreign policy problems unrelated to asy-
fum,

THE ECONOMY

Vigorous expansion of copper production is
leading Chile's economic recovery. Copper pro-
duclion is expected to risa 15 percent to 850,000
metric tons, reflecting the more effective use of
existing capacity and greatly improved manage-
ment and labor practices. Gross domestic product
will probably increase by 6-7 percent this vear.

Other sectors are recovering more slowly.
Periodic wage iricreases, restoring purchasing
power to about the Januarv level, have only pre-
vented consumer demand from falling further,
and have not encouraged industrial output. Agri-
culture spurred by greater livestock production,
will increase slightly. This year's ccreal harvest
was low because most planting occurrzd while the
rural sector was in disarray. Sharply higher com-
modity prices and $150 million in new credits to
farmers are expected to encourage increased
plantings far the 1974-75 cron. Long-term agri-
cultural recovery, however, will require several
years of rural stability and continuing price in-
centives.

Runaway inflation remains one of *he most
pressing economic problems, The cost-of-living in-
dex jumped about 87 percent from January to
April. Nevertheless, the jun*a has elected to con-
tinue with the free markai economic program
supported by Economic Minister Leniz, Govern-
ment employment is to be cut, subsidies to riost
government agencies ended, and public works
projects eliminated. Additionally, tariffs have
been reduced to increase imports, thus easing the
pressure on limited domestic supplies and provid-
ing price competition to domastic producers.

Most foreign invesyors are waiting until Chile
establishes a viable economic track record before
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commitling substantial amounts of new funds,
The junta is drafting a new investment code that
it hopes will attract more foreign capital, Mean-
while, an interim decree has assured froe repalria-
ion of capital and profits. Japan alreacdy has
committed more than $100 million over the next
few years to develop an iron ore deposit and build
a pellutizing plant.

Balance of nayments and reserves prospects
appear bright. Santiago expects its best payments
positioii since 1970, The trade deficit this year
will be the lowest in several years, primarily be-
cause of a fortuitous surge in world copper prices
and increased copper export veliine, The resched-
uling of debt payments and about $47% million in
new credits wil! bring Santiago’s balance-of-pay-
ments schedule Into equilibrium.,

Chile's aconomic progress could falter after
this year. While increased copper production
could offset the likely drop in world copper
prices, debt service needs and persistent demand
for capital and for food and fuel imports require
targe foreign exchange earnings. Continuing ram-
pant inflation and falling purchasing power could
depress industrial expansion, shake investor confi-
dence, and sharply curtail economic growth| ]

25X1 25X1

BOLIVIA: BANZER SURVIVES AGAIN

Forces loyal to President Banzer quelled a
coup attempt on June 5 by dissident military
officers, but the uprising has revealed serious op-
position to his administration, Banzer will probh-
ably crack down immediately on his most visible
enemies, but a general purge of the armed forces
is unlikely as it would further erode his support.

The two army officers who led the revolt,
Raul Lopez and the popular Gary Prado, appar-
ently acted on impulse after the government
exiled one of their co-conspirators earlier this
week and indicated it was investigating rumors of
an impending coup. With Barzer in Sucre—250
miles away from the capital—rebellious troops
managed to surround the presidential palace early

25X1
CIA-RDP85T00875R001000070001-9

on Juna 5, but they were persuaded by mere
powerful regiments to withdraw peacefuily after a
few hours. Both Lopez and Prado subsequently
attempted to ohtain diplomatic asytum, but prass
reports indicate that they have been arrestad $or
quastioning. They have beer promised eventual
safe curiduct out of the country,

This latest attempt to overthrow the Banzor
govarnment follows a series of protests by worl-
ers and students. The students hzve been demon-
strating for several weeks against what they call
government interference in univarsity ardministsa-
tion. Both university und secondary students gre
on strike, and their demands are being rupported
by the major Bolivian labor unions, Yhey alse
assert that the economic agreement racently negr-
tiated with Brasilia is tantamount to giving Brazil
economic hegemany over Bolivia.

In these circumistances, rumors of an im-
pnding coup by a group of young military offi.
cers revived, and Banzer ordered the military 1o
increase its state of readiness. The young officers
had been conspiring for several months, but ap-
parently were not yet preraretu to move. Similar
pre-emptive moves in the past have enabled Ban-
zer to quash a number of coup attempts, and
these tactics rnay continue to susiain him in of-
fice for some time. This fatest incident provides
fresh evidence of his ability to thwart plots by
striking against his enemies before they are rearly
to move.

With each surcessive eoup attemplt, howover,
Banzer appears to be in a weaker position. During
the past year, he has lost some major political
alties. Among them are former president Victor
Paz, head of the MNational Revolutionary Move-
ment, who was exiled early this year, and the
party’s current chief who took asylurr this wesol.
The open opposition to the government by Gary
Prado, a spokesman for younger officers, wrill
undoubtedly increase unrest in the armed forces,
on which Banzer is now incraasingly depandent te
remain in power,| |
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ECUADOR: EMBARRASSING RICHES

Ecuador's financial position has improved
markadly since 1t became a petroleum axportar in
mie-1872. Oil rovenuns (otated about $180 mil-
lion in 1973 and are expected to reach %600
million this year. High wor'd prices for most of
Ecuaddon's other importent exports —sugar, coffae,
and rocoa -Kave also generated large earnings,
During 1972-73, foreign exchange roservas
jumpad tonfold 1o about $250 million,

Tuite plans 1o use its newly acquired wealth
ty meaet increasing consumer and  indusirial de-
maneds. Officials plan a 30-parcent increase in
imoorts ihis year 1o about 3750 million, maostly
in the form of consumer goods, rav matarials,
ared industrial and agricuttural machinery and
anuipment, Last year, Quito devised a national
development plan for 1973.77 calling 1or $3 bil-
lion of private and public investment to genarate
a 10-porcent annual growth in gross domestic
product, A national development fund has heen
sat up o firance priority projects, the first of
vhich will be an il rafinery,

The rapid influx of sizable funds, however,
has boosted Ecuador’s inflation rate. The caost of
living jumped 18 percent last year. It climbed
another 11.4 percent in the first quarter of this
year, lad by a 16.8-percent rise in food prices.
Shortages of basic foodstuffs further aggravated
the situation as Ecuador’s agriculture continued
to stagnale, in part because the government is
maintaining artificially low food prices, thus
making production unprofitable. Consu ners find
Httle banefit in the low prices, however, because
the state-owned supsrmarkels are plzqued by
shortages. The alternative for the consumer is to
pay the exhorbitant prices charged by small shop-
kenpars.

Quito plans to stimulate agricuftural produc-
tion and impoarts, but there is disagree:ment within
the government over how best to proceed. Reval-
uation of Ecuador’s currency is being considered
as a device to soften the inflationary effect of the
influx of petroleum dollars and to encourage im-
ports by lowering their domestic currency costs.
Petroleum exports, however, affect anly a small
segment of the population. The exporters of

other prod-cts, mostly agricultural commaodities,
would suff serious Josses,

Although the military government is not ac-
countable to any representative bodv, it has
shown responsiveness to major social needs. Caon-
cern for raising living standards plays a part in the
dacision to use the new national weatth for devel-
opment, but the Rodriguez administration also
hopes to appease growing opposition forces.

As the government's anti-inflationary pro-
gram has developed over the past five months,
civilian pofiticians and labor leaders have begun to
complain that wage increases have not kept up
with inflation. Rodriguez has moved to stop the
wage issue from becoming a rallying paint for the
opposition by providing for periodic reviews of
wages. Nevertheless, the continuing severity of
inflation, coupled with a political opposition in
search of a cause, may oblige an across-the-board

25X1

wage increase before August. |

| 25X1

25X1

Page 23

‘

. .

B Sanitized Copy Approved fo

WEEKLY REVIEW

r Release 2011/06/29 : CIA-RDP85T00875R001000070001-9

Jun 7, 74

25X1



Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP85T00875R001000070001-9

0\0

<

Q”o’e

Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP85T00875R001000070001-9

25X1 |




\ \ 1
Sanitized Copy Approved for Release 2011/06/29 : ClA-RDP85T09875R001000070001-9 25X
|

SOUTH VIETNAM: ACTIVE BATTLEFRONTS

Fairly heavy fighting continued this week in
each of the country's four military regions as the
communists increased their shellings and rocket
firings at government targets and offered gener-
ally effective resistance to South Vietnamese
counterattacks.

in the northern coasta! provinces govern-
ment troops gained some ground during a clearing
operation in the hills near Hue. Farther south, a
new drive into communist territory south of Da- ] d
nang relieved some enemy pressure on resettle- : 3 i BN,
ment camps in that area. In Quang Tin Province, p e "°"3“’“j
the communists launched their frst major at- | (2 W A
ternpt since the cease-fire to gain a position along
Route 1. In neighboring Quang Ngai, they in-
creased the threat to the provincial capital and 2 .
the southern parts of the province, including the VIETNAM
seaport town of Sa Huyen. Ve L

" sourH

o

in the central highlands, South Vietnamese
retaliatory operations against a major North Viet-
namese supply base in Kontum Province were
stalled by strorig opposition just north of Kontum
City. Government counterattacks north of Saigon
aimed at retaking territory lost several weeks ago
made limited progress in the face of sharp re-
sistance. There were signs, meanwhile, that fresh
communist troops may carry off new attacks
northwest of the capital to draw off government
forces. More rocket attacks, such as the heavy
bombardment of Bien Hoa this week, are also
likely.

Armored unit porth of Saigon :
Con - B T R TR

Elsewhere, South Vietnamiccy units in the
delta kept trying to retake positions near the
Cambodian border, while the communists re-
tained much of the initiative in the region's south-
ern provinces. Most of the wesek's action was
centered in Dinh Tuorng and Kien Phong prov-
inces, however, where the South Vietnamese have
been attemptiny to disrupt the flow of men and
supplies into communist base areas in the delta.

The increase in the fighting and the resultant
setbacks on certain battlefields apparently has not
changed the outlook of most South Vietnamese

25X1
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military officers, who are still cautiously opti-
mmistic that they can prevent the communists from

making any significant gains in either territory or -

populationi. This attitude was particularly evident
during a meeting late last week between President
Thieu and his four regional commanders.

The commander of Military Region 1 said
that while the situation in Quang Tin was serious,
the assignment of a Ranger group to that province
would contain the attacking North Vietnamese.
He aiso assured the President that the situation
south of Hue and the increased communist activ-
ity in Quang Ngai were under control. For his
part, the commander of MR 2 ignored the situa-
tion in the western highlands and described the
rest of his region as quiet. The relatively new
commander of MR 3 expressed confidence that
his forces would soon recapture recently lost out-
posts in Binh Duong Province. Finally, the com-
mander of the deita provinces only presented his
plan to reduce the number of outposts in his
region to increase the mobility of his units. The
South Vietnamese high command reportedly has
concluded that each of the commanders has
enough assets to contain the current level of com-
munist military activity, which it expects will
continue through June. | |

25X1
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CAMBODIA
A BLOODY CONFRONTATION

Long-standing student and teacher unrest in
Phnom Penh took o tragic turn early this week
with the assassination of the minister of educa-
tion and a presidential aide following their abduc-
tion by student agitators. The officials reportedly
were shot by a leading student activist when
police stormed the high school that the students
were using as a headquarters, At least six students
were killed or woundec in the meiee. The stu-
dents initially had planned to ransom the two
victims for the release of nine students and teach-
ers recently charged with conducting subversive
activities.

The government thus far has not over-re-
acted to the unprecedented display of student
violence. An extended curfew was imposed in
Phnom Penh and ciassrooms were closed for sev-
eral days. Many students have heen arrested, but
at midweek the police had made no further moves
against some 20 students still holed up in the high
school. The relatively trild couritermeasures ;e-
fect President Lon Nol's desire to zvgid further
confrontations that could lead to massive dis-
orders.

Adverse public reaction and tlie roundup of
student agitators should kelp to defuse the situa-
tion for the time being. The government, how-
ever, will probably still not be able to do mich
about redressing the causes—primarily spiraling
inflation—that are behind much of the student-
teacher discontant.

PARTISAN SQUABBLING

The government also came under political
attack this week from another quarter. Several
months of political sniping by members of Lon
Nol's dominant Socio-Republizan Party cuimi-
nated on May 30 in the interpellation of Prime
Minisier Liong Boret and his cabinet by the Na-
tional Ass¢mbly. Egged on by party leader Pan
Sothi, a handful of Socio-Republican assembly-
men issued a "decision’” criticizing the govern-
ment for being inept and for failing to abide by
certain constitutional procedures.

The document was primarily aimed at the
four cabinet ministers who are members of the
minority Republican Party. They subsequently
tried to resign, but at last report Lon Nol was
demanding that they stay on to preserve unity
and maintain the cabinet’s coalition character.

The assembly action underscores the diffi-
culties Lon Nol has beer: having with the obstrep-
erous Socio-Republican leadership, particularly
Pan Sothi. Early last month, Lon Nol clashed
with Sothi over the latter’s persistent attempts to
discredit the Republicans and their chief, Sirik
Matak. There is scme evidence that Sothi ulti-
mately is trying to force Long Boret out and
install himself as prime minister.|

’725)(1 25X 1

25X1

Page 25

WEEKLY REVIEW

Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP85T00875R001000070001-9

Jun 7, 74




\
‘ -
Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP85T00875R001000070001-9

25X1

LAOS: COMMUNIST TROOPS STAY ON

The 6(-day period for the withdrawal of all
foraign military personnel from Laos ran out this
week, but ornly the US and Thailand complied
fully with the deadline of June 4. On the commu-
nist side, sizable numbers of North Vietnamese
troops are still in Laos, and they show no signs of
leaving. Chinese engineering and support troops
also remain in northwestern Laos.

There are now an estimated 47,000 North
Vietnamese troops in Laos. Of this total,
37,000—including four combat infantry regi-
ments—are in central and southern Laos, while
the remaining l0,000—including two combat in-
fantry regiments—are based in northern Laos.

Approximately three fourths of the North
Vietnamese personnel are concerned primarily
with supporting Hanoi's war effort in South Viet-
nam by keeping supplies and personnel moving
along the eastern Lao infiltration corridor, and
they wil! probably stav there in force for some
time.
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Besides their priority interest in using the
bulk of their forces in Laos for infiltration and
togistic purposes, the North Vietnamese are evi-
dently determined to keep a limited main force
combat presence in parts of the Lao interior—at
least for the time being. This presence is aimed in
part at preventing potential rightist military
moves against the so-called “liberated areas” or
against the new coalition government itself. In
addition, Hanoi evidently plans to continue to
train, advise, and to some extent logistically sup-
port the Pathet Lao until the North Vietnamese
are convinced that the Lao Communists can hold
their own against the Lao army, and can do
reasonably well in future general elections.

As for the Chinese, Peking similarly intends
to continue to exert an influence in Laos, in part
through diplomatic activity in Vientiane but also
through its road-building activities in the north- 25%1
west. While it is true that nearly all of Peking’s
combat forces have left Laos, the 23,000 or so
engineer and support troops who remain are reg-
ular members of the People’s Liberation Army. 25X1
The Chirese may consider these road-construc-
tion and maintenance forces a useful counter-
weight to the more substantial n. mber of North 25X1
Vietnamese troops in Laos. They may also see
them as a contribution to the Pathet Lao cause
equal to that made by Hanoi.

In addition to failing to abide by the troop
withdrawal deadline, the communists have
blocked progress on a prisoner exchange. Al-
though June 4 was also the deadline for the
return of prisoners of war of all nationalities,
none have bean exchanged and there is little pros-
pect for their garly release.

The Pathet Lao admit to holding only one
American prisoner—civilian contract pilot Emmet
Kay—who was captured on May 7, 1973. This
week, a Pathet Lao spokesman in Vientiane told
the press that Kay would not be released because
“the US had refused" ‘o abide by the peace
agreement in Laos. Besides Kay, four other Amer-
icans are believed to have been captured in Laos
prior to the cease-fire agreement of February
1973, and 314 are liste! as missing in actian

25X1
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THAILAND: MOVING TOWARD ELECTIONS

Prime Minister Sanya's reluctance to head up
a caretaker government indefinitely—underscored
by his resignation last month—has spurred high-
level moves to speed up the process of holding
elections. According to Thai law, elections canno?
take place until the National Assembly promul-
gates a new constitution. Consequently, pressures
are building for the assembly either to expedite
its review of the new draft constitution or to
shelve it for the time being.

King Phumiphon, anxious to see an elected
government assume office as soon as practicable,
favors putting aside the current draft constitution
and adopting some earlier one—eight consti-
tutions have been written and promulgated since
1932. The King prefers the 1949 version, which
gives him limited constitutional responsibilities.
Phumiphon’s thinking has been given public sup-
port by army chief Krit Siwara, the chief power
broker behind the scene, and by the Bangkok
p.ass, which has been clamoring for a constitution
to be approved as socn as possible.

In response to this pressure, Prime Minister
Sanya has set a rough timetable under which the
draft now before the assembly would be com-
pleted as early as August, and elections held in
September or October. By Sanya's timetable, an
elected government would take office no later
than December.

Besides promulgating a constitution, several
important measures must be adopted before
the election process can begin in earnest. The
assembly has yet to pass a bill authorizing politi-
cal parties—a military decree banning such
activity is still on the books. The assembly must
also decide how the prime minister will be se-
lected, although most Thai politicians currertly
are leaning toward a British parliamertary system.

The country’s preoccupation with institu-
tionalizing &4 more democratic form of govern-

25X1

ment does not mean it will be all smooth sailing
for the Sanya government in the months ahead.
Various pressure groups are already urging Sanya
to begin laying the groundwork for meeting some
of Thailand's long-range social needs, principally
in the fields of education and land reform. The

students also are threatening to launch protests

against the US mij
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BURMA: LABOR UNREST

The Burmese government is faced with its
most serious crisis in years because of the spread-
ing labor unvest. Since he assumed power in 1962,
President Ne Win has had to cope with only a few
major domestic prablems. The principal ones have
been the depressed economic conditions, which
have persisted for years, and the continued in-
surgent activity in outlying areas, which remains a
source of some concern. But neither of these has
directly threatened Ne Win's position or caused
particular dissension within government ranks.

During the past two months, strikes have
taken place at factories in Rangoon and other
cities, where workers are demanding larger rice
rations and higher wages. This week the situation
in the capital approached a general strike. Thus
far, the government has been able to end most of
the disturbances by promising to meet the de-
mands of the strikers, but the question of how to
handle the strikes is apparently causing friction
within the regime. Although the authorities have
so far acted with restraint and there has been no
violence, some ministers favor a harder line.

The situation could become more serious,
since some workers reportedly are becoming
restless over the government's delay in giving
them more rice as promised. Until recently,
strikes had been rare in Burma, but if the workers
achieve their goals, they mav be encouraaed to
make other demands.

25X1
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INDONESIA-PHILIPPINES: SUMMIT DIPLOMACY

Despite mediation efforts by President
Suharto, the Philippines and Malaysia remain at
loggerheads over the question of Muslim insur-
gency in the southern Philippines. Suharto met
with Malaysian Prime Minister Razak in early May
and followed with talks with Philippine President
Marcos last wagk.

Accounts of the meetings indicate that
neither party has changed its position signifi-
cantly from June 1873, the last time that Jakarta
tried to mediate their dispute. No tripartite sum-
mit is likely in the near future, although there
may be talks at a lower level. Suharto is skeptical
of the intentions of both sides and probably will
not take the initiative in organizing further
meetings.

The latest round of talks was prompted by
Marcos. The timing suggests that Marcos wanted
to gain Suharto's sympathy for his position in the
hope that Indoresia would then oppose any anti-
Philippine moves that might arise during the
Istamic Foreign Ministers Conference later this
month in Kuala Lumpur.

Two separale but related points of conten-
tion have clouded Philippine-Malaysian relations
for several years. Manila charges that Kuala
Lumpur is providing Philippine Muslim rebels
with weapons, training, and safehaven. Recently,
Marcos provided various potentially friendly gov-
ernments, including Indonesia, with interrogation

reports of captured rebels as evidence. During the
meeting with Subarto, Marcos tried to document
his case against Malaysia. He also provided details
of his domestic programs to help the Muslims in
order to ward off Malaysian charges that Manila
oppresses its Muslims.,

For its part, Kuala Lumpur has always
denied official involvement in the insurgency, al-
thoug Razak hes said that private individuals in
Malaysia’s North Borneo state of Sabah un-
doubtedly favor the rebels’ cause. Razak asserts
that Manila is primarily to blame for the tension
between the two states because Marcos refuses to
renounce his claim to Sabah. which is based on
the historic claims of the tsrmer sultanate of
Sulu.

President Marcos has hinted that he would
be willing to drop the Sabah claim in return for
concessions from Malaysia. Among others, he
wants compensation for the heirs to the Sultan of
Sulu and a statement by Kuals Lumpur disasso-
ciating itseif from the rebel Muslim cause. Marcos
is also increasingly interested in the possibility of
oil deposits on the seabed between the Philippines
and Sabah, and he may well hugs to get a favor-
able arrangement on oil exploration there. Al-
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though Razak has always said that Kuala Lumpur25X1

would provide at least token compensation to the
Sultan’s heirs, it is highly unlikely that Marcos

will get any satisfaction on his
will . w
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